The Ambassador

September 3, 2014

was-cdp/039-2014

Dear Representative Kaufmann,

’m writing to you with regard to the Memorandum of the Department of Revenue of July 16th, 2014
on Corporate Tax Water’s Edge Election - Tax Haven Countries. In this report the Department of
Revenue and Transportation recommends: “to remove the Netherlands Antilles from the list (of tax
havens) as the jurisdiction was dissolved in 2010 and replace it with the Kingdom of the Netherlands.
The Kingdom of the Netherlands is a sovereign state that includes: Netherlands, Bonaire, Sint
Eustatius, Saba, Aruba, Curacao, Sint Maarten (Saint Martin)”.

The Department correctly recognizes that in 2010 the former Netherlands Antilles (consisting of
Curacao, Sint Maarten, Bonaire, Sint Eustatius and Saba) were dismantled, which entailed a
modification of the internal constitutional relations within the Kingdom of the Netherlands.

The Kingdom now consists of four parts: Aruba, Curacao, Sint Maarten and the Netherlands. The
dissolving of the Netherlands Antilles meant that Curacao and Sint Maarten, like Aruba before, enjoy
internal autonomy in all areas apart from Foreign Affairs and Defense, which are the responsibility of
the Kingdom. The Netherlands consists of a European part and a Caribbean part, the latter comprising
the islands of Bonaire, Sint Eustatius and Saba. These three islands are governed by the Netherlands.
Enclosed is an information guide on the new constitutional structure from 2010 (updated April 2014) |

The proposal of the Department to replace “Netherlands Antilles” with “Kingdom of the Netherlands”
would therefore not be the correct wording for the successor jurisdictions of the Netherlands Antilles,
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Furthermore, I would like to point out that the government of Aruba has on an earlier occasion
requested your committee to be removed from the list of tax havens. I enclose their letter of
September 11, 2012. The government of Curacao, as one of the successor states of the Netherlands
Antilles next to Sint Maarten, will update your committee in the near future in a separate letter to
explain (and reiterate) why they regard any qualification as tax haven as inaccurate and inappropriate.

[ would highly appreciate it if your committee would take this information into account in its
legislative process. I remain available to answer any additional questions. Please do not hesitate to
contact me (or Annette Deckers) directly.

Sincerely,

Rudolf Bekink

The Honorable Christine Kaufmann
Chair, Revenue and Transportation
Interim Committee

P.O. Box 201706

Helena, MT 59620-1706

(Cc: Mr. Mike Kadas, Director, Montana Department of Revenue Mitchell Building)

Royal Netherlands Embassy, Ambassador’s Office,
4200 Linnean Avenue N.W.
Washington DC, 20008, Tel. (202) 274 2501




The Honorable Consulate General of the Netherlands
Roy Hollandsworth One Montgomery Street, Suite 3100
Chair Revenue and Transportation San Francisco, CA 94104

Interim Committee

P.O. Box 201706

Helena, MT 59620-1706
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September 11th, 2012 Contact

1/2 Tel. 415.291.2042
Tax Fact Sheet Aruba Fax 415.291.2049
Opposition to -31-3-322(1)(f) of MCA, sfn-cdp@minbuza.nl

tax havens www.minbuza.n!

Dear Representative Hollandsworth,

In addition to my letter dated September 11", 2012, with reference to Montana’s
proposal to modify the water’s edge election, which I sent to you on behalf of the
government of the Netherlands regarding the qualification of the Kingdom of the
Netherlands as a tax haven, 1 also would like to express my concern about the
inclusion of Aruba, an autonomous country within the Kingdom of the Netherlands, in
the current list of “tax haven” countries that were already included in the water’s edge
combined report. In our first email reaction dated July 19, 2012, we attached a “Tax
Fact” list on behalf of the government of Aruba.

The Government of Aruba also supports the overall goals of the American government
and the Montana legislature with respect to off-shore tax havens and banking secrecy
jurisdictions. The existence of tax havens forms a threat to worldwide ethics,
legitimate tax collection, anti-money laundering and the fight against terrorist
financing. Within the context of the global economic crisis, Aruba and the Kingdom of
the Netherlands share the view that all efforts should be made to make those who owe

taxes pay their dues to governments. This standpoint has been repeatedly reiterated by
our governments.

The government of the Kingdom of the Netherlands as well as the government of
Aruba strongly object to Aruba being named on any lists (such as those in the Montana
water’s edge election) as a tax haven. In fact, Aruba has also developed a strong
relationship with the U.S. and other Western nations in efforts to improve global
banking transparency, anti-money laundering and tax information exchange.




We believe that the basis for listing Aruba as a tax haven, is inaccurate and outdated.
Aruba fully complies and has committed to the internationally-agreed tax standard, and
has successfully signed TIEAs with 22 countries. Despite being a small country with
responsibility for its own tax jurisdiction, Aruba has continued to move swiftly on
these issues.

The Aruban authorities understand that the U.S. places great importance on the
spontaneous exchange of information. In the TIEA Aruba has recently negotiated with
other countries, a clause that supports the spontaneous exchange of information has
been added. Aruba signed its first TIEA with the U.S. in 2003 and at that time not
include a clause for spontaneous exchange of information due to lack of knowledge on
the subject at that time. Aruba has indicated to the U.S. government that if there is still
any possibility to include this in its TIEA with the U.S., the willingness is there to do
s0.

We strongly believe that Aruba is neither an offshore secrecy jurisdiction nor a tax
haven, as during the past decade Aruba has worked with the U.S. government, the
OECD, the IMF and others to establish a world-class series of reforms, which we
attach in an annex herewith.

For the foregoing reason, on behalf of the government of Aruba and the government of
the Kingdom of the Netherlands, we urge you to remove Aruba and the other countries
of the Kingdom of the Netherlands from the tax list.

Sincerely yours,

/%k‘ \~
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Bart van Bolhuis
Consul General




The Kingdom of the Netherlands: new constitutional structure

New constitutional structure

The Kingdom of the Netherlands has recently undergone a process of constitutional reform,
which has reached fruition on 10-10-‘10. The changes concern the Netherlands Antilles, a
country that was made up of the islands of Curagao, Sint Maarten, Bonaire, Sint Eustatius
and Saba. The reforms are based on the results of referenda and on decisions taken by
representative assemblies about the islands’ future constitutional status. The results, with
one exception, were unequivocal: the islands no longer wanted to be parts of the
Netherlands Antilles, yet they also did not want to sever their ties with the Kingdom of the
Netherlands. The exception, Sint Eustatius, voted to remain a part of the Netherlands
Antilles.

On the basis of an outline agreement concluded in 2005, which set out agreements on
constitutional reforms, financial and economic issues, law enforcement and good
governance, a series of conferences was launched with the aim of taking a coordinated and
parallel approach to dealing with the complexities of this process. This led, in October and
November 2006, to final declarations on the constitutional position of Bonaire, Sint Eustatius
and Saba, and of Curagao and Sint Maarten. At the Round Table Conference in Curagao on
15 December 2008, the Netherlands and the other Kingdom partners reached agreement on
the new constitutional structure of the Kingdom.

The conclusions of the final Round Table Conference were signed on 9 September 2010.
These stated that the amended Charter for the Kingdom of the Netherlands would enter into
force as planned on 10 October 2010. As of 10-10-10 the Netherlands Antilles has ceased to
exist.

In the new constitutional structure, Curagao and Sint Maarten have acquired the status of
countries within the Kingdom (like the Netherlands Antilles and Aruba before the changes).
Aruba retains the separate country status it has had since 1986. Thus, as from 10 October
2010, the Kingdom consists of four, rather than three, equal countries: Aruba, Curagao and
Sint Maarten are not Dutch overseas dependencies, but full, autonomous partners within the

Kingdom, alongside the Netherlands, and each enjoys a high degree of internal autonomy.




The three other islands, Bonaire, Sint Eustatius and Saba have voted for direct ties with the
Netherlands and are now part of the Netherlands, thus constituting ‘the Caribbean part of the
Netherlands’. The relationship’s legal form will be that each island has the status of public
body within the meaning of article 134 of the Dutch Constitution. In broad terms, their

position is now like that of Dutch municipalities, with adjustments for their small size, their
distance from the Netherlands and their geographic situation in the Caribbean region. For the
time being, Netherlands Antillean legislation will still be applicable in large part to the public
bodies. Every resident of the three islands who has Dutch nationality now has the right to
vote in elections to the Dutch House of Representatives alongside the existing right to vote in
European Parliament elections. They are not, however, allowed to vote in Provincial Council

elections because the public bodies are not part of any Dutch province.

Responsibility for foreign relations

The constitutional changes do not affect the way in which the Kingdom conducts its foreign

relations.

e The Kingdom’s external borders have not changed.

o Foreign relations and defence remain ‘Kingdom affairs’. These are dealt with in the
Council of Ministers for the Kingdom, which meets in The Hague. The governments of the
Caribbean countries are represented in the Council by a minister plenipotentiary. The
Aruban government has its seat in Oranjestad, the government of Curagao is based in
Willemstad and the government of Sint Maarten in Philipsburg.

e There is one Minister of Foreign Affairs, who has ultimate responsibility for foreign
relations for the Kingdom as a whole.

e The Ministry of Foreign Affairs and the embassies, consulates and permanent
missions/representations abroad continue to work for the Kingdom as a whole and all its
constituent parts.

e As of 10 October 2010, the Caribbean countries of the Kingdom of the Netherlands
(Aruba, Curagao and Sint Maarten) each have their own Foreign Relations Department.

e While treaties and conventions may be concluded only by the Kingdom and not by its
constituent parts, their applicability may be confined to one or more countries. In other

words, such agreements may be concluded by the Kingdom for one or more individual

parts of the Kingdom.




Questions & Answers

The Kingdom of the Netherlands: new constitutional structure

What does the constitutional reform mean for the Kingdom?

On 10 October 2010 the Netherlands Antilles ceased to exist as a country within the
Kingdom of the Netherlands. The Caribbean part of the Kingdom of the Netherlands is now
made up of the countries of Aruba, Curagao and Sint Maarten (each with its own
government) and, as public bodies of the Netherlands, the islands of Bonaire, Sint Eustatius
and Saba. As in Aruba, the government of the Kingdom is represented in the new countries
of Curacao and Sint Maarten by a Governor. The island councils have been abolished, and

thus there is only one tier of government.
Will there be changes to the way in which the Kingdom promotes its interests abroad?

No, the Kingdom will continue to promote its interests abroad in the same way.

¢ The Kingdom’s external borders have not changed.

e Foreign relations and defence remain ‘Kingdom affairs’.

e The Minister of Foreign Affairs continues to represent the Kingdom of the Netherlands as
a whole.

e The Ministry of Foreign Affairs and the missions abroad continue to work for the Kingdom
as a whole and all its constituent parts.

e While treaties and conventions may be concluded only by the Kingdom and not by its
constituent parts, such agreements may be applied to the Kingdom as a whole, or to its
constituent parts individually, or in any combination.

e As of 10 October 2010, the Caribbean countries of the Kingdom of the Netherlands

(Aruba, Curagao and Sint Maarten) each have their own Foreign Relations Department.
How are governance and legislation organised following the constitutional reform?

Like Aruba, the new countries, Curagao and Sint Maarten, each have their own government
and parliament. Together, these institutions are empowered to enact legislation in regard to

the countries’ own affairs. The Dutch public bodies of Bonaire, Sint Eustatius and Saba have
the power to regulate their own internal affairs. Each public body has a local executive and a
local council. For the time being, Antillean legislation will continue to apply to these islands

wherever possible. It will gradually be replaced by Dutch law. The residents of the public




bodies are eligible to vote in elections to the Dutch House of Representatives (and in
European Parliament elections). In each public body there is also a branch of the Dutch
government’s new Department for the Netherlands in the Caribbean (Rjjksdienst Caribisch

Nederland), in which each government ministry is represented.

What is the Netherlands’ role in relation to the other countries of the Kingdom

following the constitutional reform?

The Netherlands works together with the Caribbean countries in the Kingdom in the interests
of protecting the independence of the judiciary, tackling corruption and cross-border crime,
and maintaining public order. A joint Court of Justice is responsible for the administration of
justice in the Caribbean part of the Kingdom, and a single Procurator General is in charge of
the Public Prosecution Service for Curagao, Sint Maarten, and Bonaire, Sint Eustatius and
Saba. Aruba has its own Procurator General. The three police forces serving Curagao, Sint
Maarten and Bonaire, Sint Eustatius and Saba respectively also work together closely.
Cooperation in the context of the joint criminal investigation team will be continued for the
time being. The Netherlands is also involved in financial oversight of the two new countries
and the three public bodies.

How does the Netherlands manage its governance tasks on Bonaire, Sint Eustatius

and Saba now that they have public body status?

Bonaire, Sint Eustatius and Saba now maintain two tiers of government, i.e. a local authority
and the Dutch central government. Broadly speaking, central government has taken over the
duties performed previously by the Antillean authorities. The local government is under the
control of the local representative assembly (‘the island council'). As well as taking over the
tasks of the Netherlands Antillean authorities, the Dutch government has also taken on
certain tasks previously the responsibility of the islands, such as management of the fire

service.

The implementation of the Netherlands' tasks on Bonaire, Sint Eustatius and Saba (and the
related support services) is the responsibility of the Department for the Netherlands in the
Caribbean (Rijksdienst Caribisch Nederland), which has a branch on each of the islands. In
addition, the Department implements the Minister of the Interior and Kingdom Relations’
official tasks as the employer of all public servants on Bonaire, Sint Eustatius and Saba,

including the police, the fire service and employees of the care administration office. That

said, the police force and fire service maintain their own management structures.




In the short term, the aim is to improve education, public safety, public health, infrastructure
and other facilities and services on the islands.

How is financial supervision organised following the constitutional reforms?

A Financial Supervision Authority has been established for Curagao and Sint Maarten to
supervise public finances under the ultimate responsibility of the Council of Ministers for the
Kingdom. A similar body has been set up for Bonaire, Sint Eustatius and Saba under the
minister responsible for Kingdom Relations. This type of oversight structure will continue to
exist in the new constitutional situation. The underlying supervisory principles are a balanced

budget, prudent financial management and a cap on contracting debt.

Has there been any change to the Joint Court of Justice of the Netherlands Antilles
and Aruba as a result of the constitutional reforms?

Yes, the existing Joint Court of Justice of the Netherlands Antilles and Aruba has become the
Joint Court of Justice of Aruba, Curagao, Sint Maarten and the Caribbean part of the
Netherlands (i.e. Bonaire, Sint Eustatius and Saba). The Supreme Court remains the court of
cassation for the Caribbean parts of the Kingdom.

How does the Kingdom ensure that public order, safety and security are maintained in
the new constitutional situation?

Responsibility for maintaining public order, safety and security and running the emergency
services on Curagao and Sint Maarten now fall to the respective Ministers of Justice of the
new countries. On Bonaire, Sint Eustatius and Saba the local authorities will be responsible
for public order, crisis management and disaster response. The Public Safety and Security
Act for Bonaire, Sint Eustatius and Saba also provides for special powers in the event of

incidents whose scale exceeds a single island’s capacity.

What is the role of the Public Prosecution Service in the different countries of the

Kingdom in the new constitutional situation?

Investigative and prosecutorial powers rest with the Procurator General. There is a single
Procurator General for all the Caribbean parts of the Kingdom that once made up the

Netherlands Antilles: the new countries of Curagao and Sint Maarten and the three new




public bodies of the Netherlands: Bonaire, Sint Eustatius and Saba. The Procurator General
is the head of the public prosecution services in the new countries and the new public
bodies. There is a joint Procurator General’s Office, with a staff including two advocates
general. In Aruba, the situation has not changed in any respect as a result of these reforms.

That country continues to have its own Procurator General.

What currency will Curacao, Sint Maarten and the Netherlands in the Caribbean use?

On 1 January 2011, the US dollar will replace the Antillean guilder on Bonaire, Sint Eustatius
and Saba. Curagao and Sint Maarten have a joint central bank. The Antillean guilder remains

the countries’ common currency.

What is the relationship between the Caribbean parts of the Kingdom and the EU?

The Netherlands is a European Union member state, but Aruba, Curacgao, Sint Maarten, and
the Caribbean part of the Netherlands (Bonaire, Sint Eustatius and Saba) are not. Instead
they have the status of Overseas Countries and Territories (OCT). As a result, the islands
enjoy a number of advantages, for example where the export of goods to the EU is
concerned. In addition, the islands receive funding from the European Development Fund
(EDF). And since citizens of the Caribbean parts of the Kingdom are Dutch nationals and
thus EU citizens, they may also vote in European Parliament elections. The constitutional
reform does not affect the islands' relationship with the EU.

How is the Representation of the Netherlands in Aruba, Curagao and Sint Maarten
organised?

On 1 January 2011, the Representation of the Netherlands in the Netherlands Antilles and
the Representation of the Netherlands in Aruba will be integrated to form the Representation
of the Netherlands in Aruba, Curagao and Sint Maarten. It will be a single Representation led
by a single Representative, with an office in each of the three countries. The head of each
office will be the deputy Representative in that country. The Representation will continue to
represent all Dutch ministries (apart from the Ministries of Defence and Foreign Affairs,
whose responsibilities span the Kingdom as a whole). It may thus be considered an ‘outpost’
of the Netherlands. As well as reporting to the Netherlands, the Representation is tasked with
preparing and assisting with visits by members of the Dutch government, officials and other
dignitaries. It also provides information on Dutch policy with respect to Aruba, Curacao and
Sint Maarten, and general consular assistance to Dutch nationals in difficulty and detainees.



The activities of the Representation in the Caribbean are thus comparable to that of an
embassy.

What is the application procedure for Schengen visas following the constitutional
reform?

Aliens residing legally in Bonaire, St Eustatius or Saba who need to obtain a Schengen visa
can apply to the Office of the Governor of Curagao in Willemstad, or in the case of Bonaire,
to the Office of the Governor of Aruba in Oranjestad. Aliens residing legally in St Maarten, St
Eustatius or Saba will be able to submit their Schengen visa applications at the Office of the
Governor of St Maarten in Philipsburg. Aliens residing legally in Aruba or Curagao can
submit their visa applications to the Office of the Governor of the country in question.

This information guide was jointly produced by the Ministry of the Interior and Kingdom Relations and the Ministry of Foreign Affairs,
October 2010.Update April 2014.




